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WAL-MART STORES, INC.'S AND
SAM'S WEST, INC.'S NOTICE OF
FILING DIRECT TESTIMONY OF
GREGORY w. TILLMAN
(NON-RATE DESIGN)

l

IN THE MATTER OF THE APPLICATION
OF ARIZONA PUBLIC SERVICE
COMPANY FOR A HEARING TO
DETERMINE THE FAIR VALUE OF THE
UTILITY PROPERTY OF THE COMPANY
FOR RATEMAKING PURPOSES, TO FIX
A JUST AND REASONABLE RATE OF
RETURN THEREON, AND TO APPROVE
RATE SCHEDULES DESIGNED TO
DEVELOP SUCH RETURN.

l

Wal-Mart Stores, Inc. and Sam's West, Inc. (collectively, "Wal-Mart"), hereby

provide notice of the filing of Gregory W. Tillman's direct testimony (non-rate design).

Dated this 28st day of December, 2016.

HIENTON & CURRY, P.L.L.C.
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5045 N. 12' Street, Suite
Phoenix, Arizona 85014
Attorneys for Wal-Mart
and Sam's West, Inc.
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ORIGINAL and 13 copies filed
this 28th day of December, 2016,with:

Docket Control
Arizona Corporation Commission
1200 W. Washington Street
Phoenix, AZ 85007

COPY of the foregoing HAND-DELIVERED or
EMAILED this 28th day of December, 2016, to:

1

Teena Jibilian
Administrative Law Judge
Haring Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

Maureen A. Scott
Senior Staff Counsel
Utilities Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007
mscott@azcc.gov
mfinical@azcc.gov
chains@azcc.gov
wvanc1eve@azcc.gov
eabinah@azcc.gov
tford azcc. av
evan s azcc. av
cfitzsimmons@azcc.gov
kchristine@azcc.gov
Consent to Service by Email
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Janet Wagner, Interim Director
Legal Division
Arizona Corporation Commission
1200 West WashingtonStreet
Phoenix, Arizona 85007
Le alDiv acc. av
JXI-latch-Miller@azcc.gov
Chains@azcc.gov
Consent to Service by Email
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Thomas Broderick, Director
2 Utilities Division

Arizona Corporation Commission
3 1200 West Washington Street

Phoenix, Arizona 85007
tbroderick@azcc.gov
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COPY of the foregoing MAILED
and/or EMAILED this 28th day of
December, 2016 to:

Alan L. Kiernan
Director of Real Estate & Special Counsel
IO Data Centers, LLC
615 n. 48"' Street
Phoenix, AZ 85008
akierman@io.com
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Brittany L. DeLorenzo
Corporate Counsel
IO Data Centers, LLC
615 n. 48"' Street
Phoenix, AZ 85008
bdelorenzo@io.com

Thomas A. Loquvam
Thomas L. Mum aw
Melissa M. Krueger
Pinnacle West Capital Corporation
400 North 5111 Street, MS 8695
Phoenix, AZ 85004
Thomas.Loquvam@pinnaclewest.com
Thomas.Mumaw @pinnaclewest.com
Melissa. Krue2er@pinnaclewest.com
Amanda.Ho@pinnaclewest.com
Debra.Orr@pinnaclewest.com
Attorneys for Arizona Public Service
Consent to Service by Email
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Patricia Lee Refo
Snell & Wilmer LLP
One Arizona Center
400 E. Van Buren
Phoenix, AZ 85004
prefo@sw1aw.com
Attorneys for Arizona Public Service

C. Webb Crockett
Patrick J. Black
FENNEMORE CRAIG, P.C.
2394 East Camelback Road, Suite 600
Phoenix, AZ 85016
wcrocket@fclaw.com
pblack@fclaw.com
Attorneys for Freeport and AECC
Consent to Service by Email

I

Warren Woodward
55 Ross Circle
Sedona, AZ 86336
w6345789@vahoo.com
Consent to Service by Email

=E
Patricia Ferry
PO Box 433
Payson, AZ 85547

Steven Puck, Esq.
Director, Government Affairs
Sun City Homeowners Assoc.
10401 W. Coggins Drive
Sun City, AZ 85351
Steven.puck@cox.net
Consent to Service by Email

Richard Gayer
526 West Wilshire Drive
Phoenix, AZ 85003
r a er cox.net

Greg Eisert
Director, Government Affairs Chairman
Sun City Homeowners Assoc.
10401 W. Coggins Drive
Sun City, AZ 85351Consent to Service by Email

e eisert ail.com
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Anthony L. Wanger, President
IO Data Centers, LLC
615 n. 48"' Street
Phoenix, AZ 85008
t io .com

Meghan H. Grabel
OSBORN MALEDON, P.A.
2929 N. Central Ave, Suite 2 l00
Phoenix, AZ 85012
m2;rabel@omlaw.com
Attorneys for AIC
Consent to Service by EmailKevin C. Higgins, Principal

ENERGY STRATEGIES, LLC
215 South State Street, Suite 200
Salt Lake City, UT 841 1 l
Chi ins ever strat.com

Gary Yaquinto, Pres & CEO
Arizona Investment Council
2100 N. Central Ave, Suite 210
Phoenix, AZ 85004

a into arizonaic.or
Consultant for Freeport and AECC
Consent to Service by Email

Consent to Service by Email
Timothy M. Hogan
Arizona Center for Law in the Public Interest
514 West Roosevelt Street
Phoenix, AZ 85003
the an act i.or

A1 Gervenack, Director
Property Owners & Residents Association
13815 Camino del Sol
Sun City West. AZ 85372
al.gervenack@porascw.org
Consent to Service by Email

cosuala@earthiustice.or2
dbender@earthjustice.org
cfitzgerrell@earthiustiveortz
Attorneys for Western Resource Advocate,
SWEEP, Vote Solar
Consent to Service by Email

Rob Robbins, President
Property Owners & Residents Association
13815 Camino del Sol
Sun City West. AZ 85372
Rob.robbind@porascw.org
Consent to Service by Email

Cynthia Zwick, Executive Director
Arizona Community Action Association
2700 n. 3 ld Street, Suite 3040
Phoenix, Az 85004
czwick@azcaa.or2

Pat Quinn
President and Managing Partner
Arizona Utility Ratepayer Alliance
5521 E. Cholla Street
Scottsdale, AZ 85254
Pat.ouinn47474@Q_mail.com
Attorneys for Az Utility Ratepayer Alliance
Consent to Service by Email

Consent to Service by Email
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Kevin I-Iengehold
Energy Program Director
Arizona Community Action Association
2700 N. am Street, Suite 3040
Phoenix, Az 85004
khengehold@azcaa.org

I

Craig A. Marks
Craig A. Marks, PLC
10645 N. Tatum Blvd.
Suite 200-676
Phoenix, AZ 85028
Craig.Marks@azbar.org
Attorneys for Az Utility Ratepayer Alliance
Consent to Service by Email Consent to Service by Email
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Daniel W. Pozefsky, Chief Counsel
RUCO
ll 10 W. Washington, Suite 220
Phoenix, AZ 85007

I

Tom HaMs, Chairman
Arizona Solar Energy
Industries Association
2122 W. Lone Cactus Drive, Suite 2
Phoenix, AZ 85027
Tom.Han'is@AriSEIA.or,q

n Consent to Service by Email
Jay I. Moyes

Jason Y. Moyes

Moyes Sellers & Hendricks Ltd
1850 N. Central Ave, Suite 1100
Phoenix, AZ 85004
iimover@Iaw-msh.com
iasonmover@law-msh.com
iim@harcuvar.corn
Attorneys for ED8/McMullen
Consent to Service by Email

Steven W. Chriss
Senior Manager, Energy Regulatory Analysis
Wal-Mart Stores, Inc.
2011 S.E. loch Street
Bentonville, AR 72716-0550
Stephen.chriss@wal-mart.com
Consent to Service by Email

Chris Hendrix
Director of Markets & Compliance
Wal-Mart Stores, Inc.
2011 S.E. 10th Street
Bentonville, AR 72716-0550
Chris.hendrix@wal-mart.com
Consent to Service by Email

Kurt J. Boehm, Esq.
Jody Kyler Cohn, Esq
BOEHM, KURTZ & LOWRY
36 East Seventh Street, Suite 1510
Cincinnati, Ohio 45202
kboehm@BKLIawtinn.com
ikvlercohn@BKLlawfirm.com
Counsel for The Kroger Co.
Consent to Service by EmailGregory W. Tillman

Senior Manager, Energy Regulatory Analysis
Wal-Mart Stores, Inc.
2011 s.E. 10"' Street
Bentonville, AR 72716-0550
Greg.tillman@walmart.com

John William Moore, Jr.
7321 North 16"' Street
Phoenix, AZ 85020
imoore@mbmblaw.com
Counsel for The Kroger Co.Consent to Service by Email

The Kroger Co.
Attn: Corporate Energy Manager (G09)
1014 Vine Street
Cincinnati, Ohio 45202

Timothy M. Hogan
Az Center for Law in the Public Interest
202 E. McDowell Road, Suite 153
Phoenix, AZ 85004
the an act i.or d ear e pro er.com
Consent to Service by Email
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Jeff Schlegel
SWEEP Arizona Representative
l 167 W. Samalayuca Drive
Tucson, AZ 85704-3224
schlef1eli@aol.com
Consent to Service by Email

Barbara LaWall, Pima County Attorney
Charles Wesselhoft, Depy. County Attorney
PIMA COUNTY ATTORNEYS OFFICE
32 North Stone Avenue, Suite 2100
Tucson, AZ 85701
Charles.Wesselhoft@pcao.pima.gov
Attorneys for Pima County
Consent to Service by EmailEllen Zuckerman

SWEEP Senior Associate
1627 Oak View Avenue
Kensington, CA 94707
ezuckerman@swener2v.or2
Consent to Service by Email

Court S. Rich
Rose Law Group
7144 E. Stetson Drive, Suite 300
Scottsdale, AZ 8525 l
CRich@RoseLawGroup.com
hslau tee roselaw au .com
Attorney for Energy Freedom Coalition
of America
Consent to Service by Email

Brendon Baatz
ACEEE
529 l4lll Street, N.W., Suite 600
Washington, D.C. 20045-1000
BBaatz@aceee.or2
Consent to Service by Email Lawrence v. Roberson, Jr.

PO Box 1448
Tubae, AZ 85646
tubaclawver@aol.com
Attorney for New Energy, Inc., Noble
Americans Energy Solutions, LLC
Consent to Service by Email

Stephen J. Baron
J. Kennedy & Associates
570 Colonial Park Drive, Suite 305
Roswell, GA 30075
sbarron@ikenn.com
Counsel for The Kroger Co.

Jeffrey J . Woner
K.R. Saline & Associates
160 North Pasadena, Suite 101
Mesa, Arizona 85201
iiw@krsa1ine.com

Bradley S. Carroll
Tucson Electric Power Company
88 E. Broadway, MS HQE910
PO Box 71 l
Tucson, AZ 85072
bcarroll@tep.com
Consent to Service by Email

Greg Peterson
MUNGER CHADWICK
916 West Adams, Suite 3
Phoenix, AZ 85007
Attorneys for Az Competitive Power Alliance
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Nicholas J. Enoch
Kaitlyn A. Redfield-Ortiz
Emily A. Tomabene
LUBIN & ENOCH, PC
349 North Fourth Avenue
Phoenix, AZ 85003
Nick@lubinandenoch.com
Kaitlvn@lubinandenoch.com
Emilv@lubinandenoch.com
Attorneys for IBEW Local 387 & 769

JasonD. Gellman
Michael W. Patten
Snell & Wilmer LLP
One Arizona Center
400 E. Van Buren
Phoenix, AZ 85004
igellman@swlaw.com
mpatten@swlaw.com
docket@swlaw.com
Attorneys for TEP
Consent to Service by Email

Briana Koborl Vote Solar
Program Director - DG Regulatory Policy
360 22¥\d Street, Suite 730
Oakland, CA 94612
briana@voteso1ar.or2t
Consent to Service by Email

Giancarlo G. Estrada
KAMPER ESTRADA, LLP
3030 n. 3rd Street, Suite 770
Phoenix, AZ 85012
2estrada@lawphx.com
kfox@kfwlaw.com
kcrandall@eq-research.com
Attorneys for SEIA
Consent to Service by Email

Ken Wilson
Wester Resource Advocates
2260 Baseline Road, Suite 200
Boulder, CO 80302
Ken.wilson@westernresources.org

Gary D. Hays
LAW OFFICES OF GARY D. HAYS
2198 E. Camelback Road, Suite 305
Phoenix, AZ 85016
Attorneys for Arizona Solar Delvelopement
Alliance

a s law dh.com
Consent to Service by Email

Sheryl A. Sweeney
Albert H. Acken
Samuel L. Lowland
Ryley Carlock & Applewhite
One North Central Ave., Ste. 1200
Phoenix, AZ 85004
ssweenev@rcalaw.com
aacken@rcalaw.com
slofland@rcalaw.com
Attorneys for Electrical District No. 6 et al.
Consent to Service by Email

Robert L. Pickels, Jr.
Sedona City Attorney's Office
102 Roadrunne Drive
Sedona, AZ 86336
rpickels@sedonaaz.gov
Attorneys for City of Sedona
Consent to Service by Email
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Thomas E. Stewart, General Manager
GRANITE CREEK POWER & GAS LLC
GRANITE CREEK FARMS LLC
5316 E. Voltaire Ave
Scottsdale, AZ 85254-3643
tom efaz.com
Consent to Service by Email

Thomas A. Jemigan
Karen S. White
AFC EC/JA-ULFSC
139 Barnes Drive, Suite 1
Tyndall AFB, FL 32403
Thomas.Jemigan.3 @us.af.mil
Andrew.Unsicker@us.afimil
Lannv.Zieman. 1 @us.a£mil
Natalie.Cepad<.2@us.af.mil
Attorney for Federal Executive Agencies
Consent to Service by Email

L.V. Robertson, Jr.
210 Continental Road, Suite 216A
Green Valley, AZ 85622
Attorney for Constellation New Energy, Inc.
and Direct Energy, Inc.Ebony Payton

AFCEC/CN-ULFSC
139 Bases Drive, Suite l
Tyndall AFB, FL 32403
Ebonv.Pavton.ctr@us.a£mil
Consent to Service by Email

Ann-Marie Anderson
WRIGHT WELKER & PAUOLE, PLC
10429 South 5151 Street, Suite 285
Phoenix, AZ 85044
aanderson@wwpfirm.com

Timothy J. Sabo
SNELL & WILMER, LLP
One Arizona Center
400 E. Van Buren Street
Phoenix, AZ 85004
tsabo@swlaw.con
ihoward@swlaw.com
docket@sw1aw.com
pwalker@conservamerica.or2
Attorneys for REP America
d/b/a/ConservAmericasennin s aa .or
Consent to Service by Emailaallen@wwpfirm.com

Attorneys for AARP
Consent to Service by Email

Dennis M. Fitzgibbons
FITZGIBBONS LAW OFFICES, PLC
l 15 E. Cottonwood Lane, Suite 150
PO Box l 1208
Casa Grande, AZ 85130
Attorney for City of Coolidge
Consent to Service by Email
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BEFORE THE ARIZONA CORPORATION COMMISSION
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I DOUG LITTLE, CHAIRMAN
BOB STUMP
BOB BURNS
TOM FORESE
ANDY TOBIN

DOCKET no. E-01345A-16-0036IN THE MATTER OF THE APPLICATION
OF ARIZONA PUBLIC SERVICE
COMPANY FOR A HEARING TO
DETERMINE THE FAIR VALUE OF THE
UTILITY PROPERTY OF THE COMPANY
FOR RATEMAKING PURPOSES, TO FIX
A JUST AND REASONABLE RATE OF
RETURN THREREON, TO APPROVE RATE
SCHEDULES DESIGNED TO DEVELOP
SUCH RETURN.

I
n
I

DIRECT TESTIMONY (NON-RATE DESIGN) AND EXHIBITS OF

GREGORY w. TILLMAN

ON BEHALF OF

WAL-MART STORES, INC. AND SAM'S WEST, INC.

I

I December 28, 2016
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Wal-Mart Stores, Inc. and Sam's West, Inc.
Direct Testimony (Non-Rate Design) of Gregory W.Tillman

Arizona DocketNo. E-01345A-16-0-36

l

2

Introduction

PLEASE STATE YOUR NAME, BUSINESS ADDRESS, AND OCCUPATION.Q-

A.3

4

5

My name is Gregory W. Tillman. My business address is 2001 SE lath  St. ,

Bentonville, AR 72716-5530. I am employed by Wal-Mart Stores, Inc. as Senior

Manager, Energy Regulatory Analysis.

6 ON WHOSE BEHALF ARE YOU TESTIFYING IN THIS DOCKET?Q ,

7 A.

8

I am testifying on behalf of Wal-Mart Stores, Inc. and Saln's West, Inc. (collectively

"Walmart").

PLEASE DESCRIBE YOUR EDUCATION AND EXPERIENCE.9 Q

10 A.

ll

12

13

14 I

15

16

17

18

19

20

21

22

23

I earned a Bachelor of Science in Electrical Engineering from the University of Tulsa

in 1987. I have more than 24 years of experience in the regulated and deregulated

energy industry includ ing ro les  in  regu lato ry,  p r icing,  b illing,  and  meter ing

information. Alter serving on active duty as a Signal Officer in the United States

Anny,  I  jo ined  Pub lic Serv ice Company o f  Oklahoma ("PSO")  where was

employed in various positions in the Information Services, Business Planning, Rates

and Regulatory, and Ventures departments tram 1990 through 1997. Within the Rates

and Regulatory department I served as the Supervisor of Power Billing and Data

Collection. In this position I managed the billing for large industrial and commercial

customers and led the implementation of the company's real-time pricing program. I

also managed the implementation of real-time pricing for three other utilities within

the Central and South West Corporation .- Southwestern Electric Power Company,

Central Power and Light, and West Texas Utilities. Following my employment at

PSO, in 1997 I joined the Retail department of the Williams Energy Company as the

l

l
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iWal-Mart Stores, Inc. andSam's West, Inc.
DirectTestimony (Non-Rate Design) of Gregory W. Tillman

Arizona DocketNo. E-01345A-16-0036

l manager of systems for the retail gas and electric data and billing systems. During my

2 tenure at Williams I also managed the customer billing function at Thermogas and

3 billing and accounting systems support functions at Williams Communications. In

4 2000, I joined Automated Energy where I served as the Vice President of Energy

5 Solutions for two years. Following several assignments as a consultant and project

6 manager in various industries, in 2008 I joined Oklahoma Gas & Electric Company

7 ("OG&E") as a senior  pricing analyst,  was promoted to  Manager of  Pricing in

8 January 2010, and became the Product Development Pricing Leader in 2013. While

9 at OG&E, I was instrumental in developing and managing OG&E's pricing strategy

10 and products, including the design and implementation of the OG&E's SmartHoursTm

l l rate. I have been in my current position with Walmart since November, 2015. My

12 Witness Qualification Statement is included herein as Exhibit GWT-1.

13 HAVE YOU PREVIOUSLY SUBMITTED TESTIMONY BEFORE THEQ-

14 ARIZONA CORPORATION COMMISSION ("THE COMMISSION")? \
l

A.15 Yes, I submitted testimony in Docket No. E-04204A-15-0142 and in Docket No. E-

01933A-15-0322.16

17 HAVE YOU PREVIOUSLY SUBMITTED TESTIMONY BEFORE OTHERQ

18 STATE REGULATORY COMMISSIONS?

IA.19 Yes. have tes tif ied  in  p roceed ings  befo re The Arkansas  Pub lic Serv ice

20 Commission, The Michigan Public Service Commission, The Oklahoma Corporation

21 Commission, The South Carolina Public Service Commission, The Public Utility

22 Commission  of  Texas,  and  The Wisconsin  Public Serv ice Commission . My

23 testimony addressed  the top ics o f  revenue requ irement,  rate design ,  revenue

2

I
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Wal-Mart Stores, Inc. and Sam's West, Inc.
Direct Testimony (Non-Rate Design) of Gregory W. Tillman

Arizona Docket No. E-01345A-16-0036

l allocation, pricing, customer impacts, tariffs and terms and conditions of service. See

Exhibit GWT-l2

3 ARE YOU SPONSORING ANY EXHIBITS WITH YOUR TESTIMONY?Q-

A.4 Yes. I am sponsoring the exhibits listed in the Table of Contents.

P L E AS E  B RI E F L Y  DE S CRI B E  W AL MART' S  OP E RATI ONS  I N ARI Z ONA.5 Q-

6 A. Walmart operates 127 retai l uni ts  and 4 distribution centers, employing 34,776

7 associates in Arizona. In fiscal year ending 2016, Walmart purchased $1.5 billion

8

9

worth of  goods and serv ices from Arizona-based suppliers ,  support ing 25,731

supplierjobs.l

PLEASE BRIEFLY DESCRIBE WALMART'S OPERATIONS WITHIN THE10 Q,

l l COMPANY'S SERVICE TERRITORY.

A.12 Walmart has 73 retail units that take electric service from Arizona Public Service

13 Company ("APS" or "the Company"). Primarily, Walmart stores take service under

14 the E32L and E32M rates. Walmart is also a participant in the Company's AG-l Rate

15 offering, taking service Hom an alternate supplier at 53 of our 73 retail locations.

16 Purpose of Testimony

17 WHAT IS THE PURPOSE OF YOUR TESTIMONY?Q

18 A. The purpose of my testimony is to address aspects of the APS rate case filing and to

19 provide recommendations to ass is t the Commission in i ts  thorough and careful

20 consideration of the impact on customers of the Company's proposed rate increase.

I http://corporate.walmart.com/our-story/locations/united-states#/Mted-states/arizona

3
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Wal-Mart Stores, Inc.andSam's West, Inc.
Direct Testimony (Non-Rate Design) of Gregory w.Tillman

ArizonaDocketNo. E-01345A-16-0036
l

l Walmart will also file testimony in the cost of service and rate design portion of this

2 docket.

3 Summary of Recommendations

T H ET OP L E A S E4 R E C O M M E N D A T I O N SS U M M A R I Z E Y O U RQ

5 C O M M I S S I O N .

A.6 My recommendations to the Commission are as follows:

7 1) The Commission should balance the interests of the Company with those of its

8 customers To that end, the Commission should thoroughly and carefully

9 consider the impact on customers in examining the requested revenue requirement

10 and return on equity ("ROE"), in addition to all other facets of this case. Such

l l consideration ensures that any increase in the Company's rates reflects the

12 minimum amount necessary to compensate the Company for adequate and

13 reliable service, while also providing APS an opportunity to earn a reasonable

14 return.

15 2) The Commission should consider the impact of the proposed capital structure on

16 the Company's equity risk in its determination of the appropriate ROE.

17 3) The Commission should closely examine the Company's proposed revenue

18 requirement increase and the associated ROE, especially when viewed in light of:

19 a) The resulting revenue requirement increases as I discuss in this testimony,

20 b) The ROE authorized by the Commission in the last UNSE rate case and

21 agreed to by the parties to the settlement agreement in the current TEP rate
i

22 and icase,

23 c) Rate case ROEs approved by commissions nationwide.

4



Wal-Mart Stores, Inc. and Sam's West, Inc.
Direct Testimony (Non-Rate Design) of Gregory W. Tillman

Arizona Docket No. E-01345A-16-0036
4

l

l

1

2 The fact  that  an i ssu e i s  no t  addressed herein o r  in related f i l ings sho u ld no t  be

3 construed as an endorsement of any fi led posit ion.

4 AP S P roposed Revenue  Increase

WHAT IS YOUR UNDERSTANDING OF THE COMPANY'S PROPOSED5 Q-

6 E L E C TR IC  R E V E N U E  R E QU IR E ME N T IN C R E AS E ?

A.7 According to  the Company, APS proposes an increase to  base rates of $433.4  mil l ion,

8 or 15  percent , based on a test  year ending December 31 , 2015 . See Appl icat ion, page

9 4 , l ine 23  through page 5 , l ine 6 . The impact  o f  the requested increase i s o ffset  by a

10 proposed t ransfer  o f  $267 .6  mi l l ion o f  adju sto r  mechanism revenue and a base fuel

l l co s t  decrease o f  $ 6 1 .7  mi l l i o n resu l t i ng i n a  net  i ncrease t o  cu s to mers  o f  $ 1 6 5 .9

l

l

l

12 million, or 5 .74 percent. See Id, page 4 , l ines 23 through 24.W
l

l

FUEL COST REDUCTIONS RELEVANT TO THEARE BASE13 Q-

14 COMMISSION'S CONSIDERATION OF THE MERITS OF APS' PROPOSED
\

l

BASE RATE INCREASE?15
i

A.16 No. While reduct ions in fuel  costs are beneficial  to  customers, they are no t  relevant

l

l17 to  the Commission's considerat ion o f the meri ts o f the Company's proposed base rate
li

18 increase. Since fuel  costs are a pass-through cost ,  customers wi l l  receive the benefi tl

l19 of any reduct ion in fuel-related expenses regardless o f the ou tcome of this docket . At

l

20 i ssue in this docket  i s the approval  o f  fai r ,  ju st ,  and reasonable rates related to  APS'
l

l
l

l21 provision of rel iable electric service to  i ts customers. Changes in the non-fuel  port ion

22 o f  base  r a t e s  r e f l ec t  t he  pe r manent  co s t  o f  pr o vi d i ng  s e r v i ce  and sho u l d  no t  bel

l

lI

5
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l

2

considered any more or less reasonable based on contemporaneous changes in other

components of APS' retail rates.

3 WHAT IS THE ACTUAL IMPACT OF THE REQUESTED INCREASE THATQ.

4 IS UNDER CONSIDERATION IN THIS DOCKET?

A.5

6

The requested non-fuel gross base rate increase is $227.6 million. See Application

page 5, lines 4 through 5.

7 SHOULD THE COMMISSION GENERALLY CONSIDER THE IMPACT OFQ-

THE PROPOSED NON-FUEL GROSS BASE RATE INCREASE OF $227.68

9 MILLION ON CUSTOMERS IN SETTING THE REVENUE REQUIREMENT

CHANGES AND ROE FOR THE COMPANY?10

l l A. Yes. Electricity represents a significant portion of a retailer's operating costs. When
I

12 electric rates increase, the increase in cost to retailers puts pressure on consumer
I
n 13

14

15

16

17

18

19

prices and on the other expenses required by a business to operate. The Commission

should balance the interests of the Company with those of its customers. To that end,

the Commission should thoroughly and carefully consider the impact on customers in

examining the requested revenue requirement and ROE, in addition to all other facets

of this case. Such consideration ensures that any increase in the Company's rates

reflects the minimum amount necessary to compensate the Company for adequate and

reliable service, while also providing APS an opportunity to am a reasonable return.

6
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l Return on Equity

WHAT IS THE COMPANY'S PROPOSED ROE IN THIS DOCKET?2 Q-:|
n
n 3 A. APS witness Villadsen recommends an ROE of 10.5 percent. This recommendation

4 is based on results of her capital asset pricing model, discounted cash flow, and risk

5 premium analyses which range from 9.90 percent to 10.80 percent. See Direct

6 testimony of Bente Villadsen, page 2, lines 15-27. The requested ROE and revenue

7 increase results in a proposed rate of return of 5.84 percent on a Fair Value Rate Base

8 and, excluding the "fair value increment", results in a rate of return of 8. 13 percent on

9 an adjusted original cost rate base. See Direct Testimony of Leland R. Snook, page 4,

10 lines 15 through 17.

l l ARE YOU CONCERNED THAT THE COMPANY'S PROPOSED ROE OFQ-

10.5 PERCENT IS EXCESSIVE?12

A.13 Yes. I am concerned that the Company's proposed ROE is excessive, especially

14 when viewed in light of the (a) the customer impact of the resulting revenue

15 requirement increase as discussed above, and (b) recent rate case ROEs approved by

the Commission and commissions nationwide.16

17 Customer Impact

IS THE COMPANY'S PROPOSED ROE HIGHER THAN THE ROE18 Q

APPROVED IN THE COMPANY'S MOST RECENT RATE CASE19

20 DOCKET no. E-01933A-12-0291?

A.21 Yes. The proposed ROE of 10.5 percent represents an increase of 50 basis points

22 from the ROE of 10.0 percent included in the terms of a settlement agreement which

7
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l

2

was approved by the Commission in the Company's last general rate case. See

Docket No. E-01345A-11-0224, Decision No. 73183, page ll, line 22.

HAS THE COMPANY PROPOSED A CHANGE IN ITS CAPITAL3 Q

STRUCTURE IN THISCASE?4

A.5 Yes. The Company proposes a change in the capital structure from the currently

6 approved equity portion of 53.94 percent, See Id. Page ll, line 21, to a proposed
1

7

8

equity portion of 55.8 percent. See Application page 6, line 2. The proposed capital

structure reflects the actual capital structure of the Company at the end of the test

9 year. See Application, page 6, lines 12 through 13.

10 DOES WALMART TAKE A POSITION ON THE CAPITAL STRUCTUREQ.

l l PROPOSEDBY THE COMPANY?

12 A.

13

14

No. Walmart does not take a position on the proposed capital structure at this time.

However, the Commission should consider the impact of the proposed capital

structure on the Company's equity risk in its determination of the appropriate ROE.

15 ACCORDING TO COMPANY WITNESS VILLADSEN, DOES THEQ.

16 CAPITAL STRUCTURE IMPACT THE RETURN ON EQUITY NEEDS OF A

COMPANY?17

A.18

19

20

21

Yes, in her testimony, Dr. Villadsen points out that "shareholders in a company with

more debt face more equity risk and therefore the return on equity needs to be

greater." See Villadsen, page 8, lines 3-4. It follows that a lower debt ratio would

result in reduced equity risk and lead to a reduced ROE requirement.

8
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1 WHAT IS THE REVENUE REQUIREMENT IMPACT OF THE COMPANY'SQ

2 PROPOSED INCREASE IN ROE AND EQUITY RATIO?

3 A. The impact of the changes to ROE and capital structure is an increase to revenue

4 requirement of approximately $41.9 million as compared to that resulting from the

5 currently authorized ROE and capital structure. The requested increase in the total

6 cost of capital constitutes approximately 9.7 percent of the base revenue increase

7 requested by APS. See Exhibit GWT-2.

8 HAVE ANY OTHER STATES RECOGNIZED THE IMPORTANCE OFQ

9 CONSIDERING RATEPAYER IMPACTS IN THE ROE DETERMINATION

10 PROCESS?

l l A. Yes. While I am not an attorney, I understand that the North Carolina Supreme Court

12 determined that impacts on ratepayers should be considered in awarding the proper

13 ROE for a public utility. Specifically, the Court stated:

14

15

16

17

18

19

20

21

22

23

24

25

"Given the legislat1ue's goal of balancing customer and investor interests, the
customer-focused purpose of Chapter 62, and this Court's recognition that the
Commission must consider all evidence presented by interested parties, which
necessarily includes customers, it is apparent that customer interests cannot be
measured only indirectly or treated as mere aiierthoughts and that Chapter 62's
ROE provisions cannot be read in isolation as only protecting public utilities and
their shareholders. Instead, it is clear that the Commission must take customer
interests into account when making an ROE determination. Therefore, we hold
that in retail electric service rate cases the Commission must make findings of fact
regarding the impact of changing economic conditions on customers when
determining the proper ROE for a public utility." See State Ex Rel. Utils. Comm 'n
v. Cooper,366 N.C. 484,739 S.E.2d 541, 547 (2013) (emphasis in original).

26 While the Commission is not bound by a decision of the North Carolina Supreme

27 Court, the language is illustrative of the importance of considering the economic

9
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1 conditions faced by customers in conjunction with the Commission's consideration of

2 the utility's interests.

3 Recent ROE Aetions in Arizona

WHAT IS  YOUR UNDERSTANDING OF THE RECENTLY AWARDED ROE4 Q-

5 FOR UNS ELECTRIC (¢¢UnsEaa) IN ITS RECENT RATE CASE?

A.6

7

The Commission  approved  a 9.5 percen t ROE,  as  s tipu lated  between  UNSE,

Commission Staff RUCO, and Walmart in Docket E-04204A-15-0142. See Docket

8 E-04304A-15-0142, Decision No. 75697, page 139, lines 13 through 14.

W A S  A  S E T T L E M E N T  A G R E E M E N T  O N  R O E  R E A C H E D  I N  T H E9 Q-

10 TUCSON ELECTRIC POWER (ccTEp9a) RATE CASE?

A.l l Yes. In the settlement agreement on revenue requirement, several parties agreed to

12 an ROE of 9.75 percent. See Docket E-01933A-15-0322, Settlement Agreement

13 Regarding Revenue Requirement, paragraph 3.2, page 4.

S HO ULD  C O MMI S S I O N  C O N S I D ER  T HE O UT C O ME O F  T HE UN S E14 Q-

15 RATE CASE AND SETTLEMENT AGREEMENT I N THE TEP  RATE CASE

16 IN ITS DECISION REGARDING THE AUTHORIZED ROE FOR APS?

17 A.

18

19

20

Yes. While these ROEs are agreements reached with regard to other Arizona utilities

and are not necessarily reflective of the conditions faced by APS, they indicate

agreement among several parties with in  the Commission 's jur isdiction that an

authorized ROE of 9.5 percent, in the UNS case and 9.75 percent in the TEP case,

21

22

provides opportunity to earn a reasonable return on the investment required to provide

reliable service to customers.

10
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l National Utility Industry ROE Trends
l
l

HOW DOES THE COMPANY'S PROPOSED ROE COMPARE WITH ROEs2 Q-

APPROVED BY OTHER UTILITY REGULATORY COMMISSIONS??3

4 A.

5

6

7

The ROE proposed by the Company is higher than the average ROE approved by

other utility regulatory commissions in 2014, 2015, and so far in 2016. However, the

gap between the average ROE and the Company's proposed ROE widens when only

2015 and 2016 data are examined. See Exhibit GWT-3.

WHAT IS YOUR UNDERSTANDING OF THE ROE AWARDED IN RECENT8 Q-

9 RATE CASES?

10 A.

l l

12

13

14

According to data from SNL Financial', a financial news and reporting company,

there have been 87 reported electric utility rate case ROEs authorized by state

regulatory commissions for investor-owned electric utilities in 2014, 2015, and thus

far in 2016. The average of these reported ROEs is 9.66 percent. The range of

reported authorized ROEs for the period is 8.64 percent to 10.55 percent, and the

15 median authorized ROE is 9.70 percent. Id.

I Regulatory Research Associates is part of SNL Financial.

11
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SEVERAL OF THE REPORTED AUTHORIZED ROES ARE FORl Q

DISTRIBUTION-ONLY UTILITIES OR FOR ONLY A UTILITY'S2

AVERAGETHEWHAT ISSERVICE RATES.3 DISTRIBUTION

4 AUTHORIZED ROE IN THE REPORTED GROUP FOR VERTICALLY

5 INTEGRATED UTILITIES Loa:APS?

A.6 In the group reported by SNL Financial, the average ROE for vertically integrated

7 utilities authorized from 2014 to present is 9.82 percent. ld. When viewed year over

l8 year, the more recent ROE awards are lower than those awarded in 2014.

l

lPLEASE EXPLAIN.9 Q-
l

l
A .10 The average authorized ROE for vertically integrated utilities in 2014 was 9.92

l
l

ll percent, in 2015 it was 9.75 percent, and so far in 2016 it is 9.78 percent. It should be

12 noted that of the twelve ROEs of 10 percent or higher awarded during the period,

l

13 only three were awarded by states other than Florida, Michigan, or Wisconsin.

14 Excluding ROEs awarded in those three states, the average authorized ROE for

15 vertically integrated utilities in 2014, 2015 and thus far in 2016 is 9.69 percent. The

16 average ROE in 2014 was 9.78 percent, in 2015 it was 9.58 percent, and thus far in

17 2016 it is 9.70 percent. Additionally, in 2015 and so far in 2016, sixteen vertically

l18 integrated utilities, including UNSE as I discuss above, have been authorized ROEs

19 of 9.60 percent or less. Id. As such, the Company's proposed 10.5 percent ROE is

2 0 counter to broader electric industry trends.

12
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l WHAT IS THE REVENUE REQUIREMENT IMPACT IF THEQ.

2 COMMISSION WERE TO AWARD AN ROE OF 9.7 PERCENT, THE

3 FOR VERTICALLY INTEGRATEDAVERAGE ROE AWARDED

4 UTILITIES EXCLUDING FLORIDA, MICHIGAN, AND WISCONSIN IN

2016?5

6 A.

7

Authorizing APS an ROE of 9.7 percent instead of the requested 10.5 percent would

result in a reduction to the requested increase, inclusive of taxes, of about $49.9

8 million. This represents about 11.5 percent of the Company's requested increase.

9 See Exhibit GWT-4.

IS WALMART RECOMMENDING THAT THE COMMISSION BE BOUND10 Q-

l l BY ROEs AUTHORIZED BY OTHER STATE REGULATORY AGENCIES?

No.A.12 Decisions of other state regulatory commissions are not binding on the

13

14 each case in its determination of the proper ROE.

15

Commission. Additionally, each commission considers the specific circumstances in

Walmart is providing this

information to illustrate a national customer perspective on industry trends in
I
I

i
I

authorized ROE.16
.
I

17 C on c l u s i o n

18 GENERALLY, WHAT IS YOUR RECOMMENDATION TO THEQ-

19 COMMISSION REGARDING THE COMPANY'S PROPOSED INCREASE IN

20 ROE?

A.21

22

The Commission should closely examine the Company's proposed revenue

requirement increase and the associated ROE, especially when viewed in light of:

23 1) The resulting revenue requirement increases as I discuss in this testimony,

13



Wal-Mart Stores, Inc. and Sam's West, Inc.
Direct Testimony (Non-Rate Design) of Gregory w. Tillman

Arizona Docket No. E-01345A-16-0036

2)1

2

3

4

The ROE authorized by the Commission in the last UNSE rate case and

agreed to by the parties to the settlement agreement in the current TEP rate

case, and

3) Rate case ROEs approved by commissions nationwide.

DOES THIS CONCLUDE YOUR DIRECT TESTIMONY?Q~5

6 Y e s .A.I
!

I
I
|

I
I

i
i

I
I

I
.
I
E

I.

I

I

14
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Gregory w. Tillman
I
I Senior Manager, Energy Regulatory Analysis

Wal-Mart Stores, Inc.
Business Address: 2001 SE 10"' Street, Bentonville, AR, 72716-5530
Business Phone: (479)204-7993

I

EXPERIENCE
November 2015 - Present
Wal-Mart Stores, Inc., Bentonville, AR
Senior Manager, Energy Regulatory Analysis

November 2008 - November 2015
Oklahoma Gas & Electric, Oklahoma City, OK
Product Development Pricing Leader
Manager, Pricing
Senior Pricing Analyst

May 2006 - November 2008
LSG Solutions, Oklahoma City, OK
Project Manager, International Registration Plan/Interstate Fuel Tax Agreement Systems Development

August 2002 - May 2006
Or peak Utility Solutions, Oklahoma City, OK
Owner/Consultant

May 2000 - August 200z
Automated Energy, Inc., Oklahoma City, OK
Vice President, Utility Solutions

November 1997 - May z000
Williams Energy, Tulsa, OK
Sr. Manager Accounting Services
Process Manager, Customer Billing and Accounting
Retail Systems Manager, Billing and Electricity

May 1990 - November 1997
Public Service Company of Oklahoma, Tulsa, OK
Manager, Software Development and Support
Supervisor, Data Translation and Power Billing
Administrator, Disaster Recovery and Research and Development
Programmer/Analyst

June 1987 - May 1990
United States Army, Signal Command, Ft. Monmouth, NJ
Project Officer, Joint Tactical Information Distribution System
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EDUCATION

19911994

1987

Graduate Coursework, M.B.A.

B.S., Electrical Engineering

The University of Tulsa

The University of Tulsa

TESTIMONY BEFORE REGULATORY COMMISSIONS

2016

Public Service Commission of South Carolina Docket No. 2016-227-E: IN RE: Application of Duke Energy

Progress, LLC for Authority to Adjust and Increase Its Electric Rates and Charges

Arkansas Public Service Commission Docket No. 16~027-R: In The Matter of Net Metering and The

Implementation of Act 827 of 2015.

Public Utility Commission of Texas Docket No. 45524, in the matter of the Application of Southwestern

Public Service for Authority to Change Rates

Public Service Commission of Wisconsin Docket No. 4220UR-122: Application of Northern States Power

Company, a Wisconsin Corporation for Authority to Adjust Electric and Natural Gas Rates

Michigan Public Service Commission Case No. U-18014. In the matter of the Application of DTE ELECTRIC

COMPANY for authority to increase its rates, amend its rate schedules and rules governing the

distribution and supply of electric energy, and for miscellaneous accounting authority.

Arizona Corporation Commission Docket No. E-01933A-15-0322: In the Matter of the Application of

Tucson Electric Power Company For the Establishment of lust and Reasonable Rates and Charges

Designed to Realize a Reasonable Rate of Return on the Fair Value of the Properties of Tucson Electric

Power Company Devoted to its Operations Throughout the State of Arizona, and for Related Approvals.

2015

Arizona Corporation Commission Docket No. E04204A15-0142: In the Matter of the Application of UNS

Electric, Inc. For the Establishment of Just and Reasonable Rates and Charges Designed to Realize a

Reasonable Rate of Return on the Fair Value of the Properties of UNS Electric, Inc. Devoted to Its

Operations Throughout the State of Arizona, and for Related Approvals.

2012

Arkansas Public Service Commission Docket No. 12-067-U: In the Matter of the Application of Oklahoma

Gas and Electric Company for an Order Approving a Temporary Surcharge to Recover the Costs of a

Renewable Wind Generation Facility

2011

Oklahoma Corporation Commission Cause No. PUD 201100087: In the Matter of the Application of

Oklahoma Gas and Electric Company for an Order of the Commission Authorizing Applicant to Modify its

Rates, Charges, and Tariffs for Retail Electric Service in Oklahoma

2010

Arkansas Public Service Commission Docket No. 10-067-U: In the Matter of the Application of Oklahoma

Gas and Electric Company for Approval of a General Change in Rates and Tariffs
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page 1 of z

Calculation of Revenue Requirement Impact of Aps' Proposed Increase in ROE and
Equity Ratio

5.84%(1) APS Requested Fair Value Rate of Return

1) Calculate Rate of Return at Current ROE, Cost of Debt, and Capital Structure

Weighted
Cost

Percent of
Total CostCapital Component

0.00%

5.13%

10.00%

0.00%

46.06%

53.94%

Shortterm Debt

Long-term Debt

Common Equity

Total

0.00%

2.36%

5.39%

7.75%

(2)

(3)

(4)

(5)

2) Revenue Requirement Impact

s 9,976,023

7.75%: (5)

(6)

(7)

Fair Value Rate Base ($000)

Rate of Return (RCE = 10.0%)

5.58%

$ 556,662

s 582,600

s 25,938

1.6155

s 41,90z

$ 433,434

9.67%

(8)

(9)

(10)

(11)

(12)

(13)

(14)

(15)

(page 2, (15)) Required Fair Value Rate of Return

(6) x (8) Adjusted Operating Income (ROE = 10.0%)

(1) x (6) APS Proposed Operating Income ($000)

(10) - (9) Difference in Operating Income ($000)

Conversion Factor

(11) x (12) Difference in Revenue Requirement ($000)

Requested Revenue Requirement Increase (5000)

(13) / (14) Increase Request from ROE Increase

Sources

Schedule A1

Schedule 01, page 1
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Determination of Fair Value Rate of Return

s 6,771,151(1) Original Cost Rate Base

Fair Value Rate Base $ 9,976,023(2)

Cost of Debt
Cost of Equity
Fair Value Increment

5.13%

10.00%

1.00%

(3)

(4)

(5)

Percent
46.06%
53.94%

Amount

s 3,118,792
$ 3,652,359

(6)

(7)

(1) x (%)
(1) x (%)

Long-Term Debt
Equity

s 3,204,872(2) - (6) - (7) Fair Value Increment(8)

Percent Long-Term Debt
Percent Equity

Percent Fair Value Increment

31.26%
36.61%

32.13%

(6) / (2)
(7) / (2)

(8) / (2)

(9)

(10)

(11)

Weighted Cost
Long Term Debt

Equity
Fair Value Rate Base

1.60%

3.66%

0.32%

(12)

(13)

(14)

(3) X (9)
(4) X (10)
(5) x (11)

5.58%us) (1z)+(13)+(14) FVROR

I

I
I
I.
I
I
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Reported Authorized Returns on Equity, Electric Utility Rate Cases Completed, 2014 to Present

Decision

Date

vertically
Integrated

(V)/Distribution
(D)

Return on

Equity

D

V

D

D

V

D

V

D

V

D

D

v

D

D

V

V

State

New York

North Dakota

New Hampshire

District of Columbia

New Mexico

Delaware

Texas

Massachusetts

Wisconsin

Maine

Maryland

Louisiana

New Jersey

Maine

Wyoming

Arkansas

9.20%

9.75%

9.55%

9.40%

9.96%

9.70%

9.80%

9.70%

10.40%

9.55%

9.62%

9.95%

9.75%

9.45%

9.90%

9.50%

9.75%

9.60%

9.80%

10.25%

9.80%

9.56%

10.20%

10.20%

9.70%

10.20%

9.68%

9.25%

9.25%

10.07%

10.20%

9.17%

9.83%

9.50%

9.83%

9.75%

9.50%

9.72%

10.20%

9.53%

9.75%

9.00%

9.00%

9.50%

9.30%

9.00%

10.30%

10.00%

10.00%

9.14%

9.14%

10.30%

9.60%

9.70%

Utility

Consolidated Edison Co. of NY

Northern States Power Co.

Liberty Utilities Granite St

Potomac Electric Power Co.

Southwestern Public Service Co

Delmarva Power & Light Co.
Energy Texas Inc.

Fitchburg Gas & Electric Light

Wisconsin Power and Light Co

Emera Maine

Potomac Electric Power Co.
Energy Louisiana LLC (New Orleans)

Rockland Electric Company

Central Maine Power Co.

Cheyenne Light Fuel Power Co.
Energy Arkansas Inc.

Atlantic City Electric Co.

Green Mountain Power Corp

PacifiCorp

Florida Public Utilities Co.

Nevada Power Co.

MidAmerican Energy Co.

Wisconsin Public Service Corp.

Wisconsin Electric Power Co.

Appalachian Power Co.

Madison Gas and Electric Co.

Portland General Electric Co.

Commonwealth Edison Co.

Ameren Illinois
Energy Mississippi Inc.

Northern States Power Co.

Connecticut Light & Power Co.

Black Hills Colorado Electric

PacifiCorp

Public Service Co. of CO

Jersey Central Power & Light Co.

PacifiCorp

Northern States Power Co.

Wisconsin Public Service Corp.

Union Electric Co.

Appalachian Power Co.

Central Hudson Gas & Electric

Consolidated Edison Co. of NY

Kansas City Power & Light

Kansas City Power & Light

Orange & Rockland Utlts Inc.

Consumers Energy Co.

Wisconsin Public Service Corp.

Northern States Power Co.

Ameren Illinois

Commonwealth Edison Co.

DTE Electric Co.

Portland General Electric Co.

Southwestern Public Service Co

Docket

13E0030

PU-12-813

DE13063
11032013E
12-00350UT

13115

41791

1390

6680UR119

201300443

9336

UD-13-01

ER-13111135

2013~00168

20003132ER13

13-028-U I

ER14030245

8190,8191

13-035-184

140025H

1405004

14-0066

6690-UR123

0 5 U R 1 0 7

PUE-201400026

3270UR120

UE-283

140312

140317

2014UN-0132

4220UR120

140506

14AL-0393E

20000446ER14

14Ab0660E

ER12111052

UE140762

E002/GR13868

U17669

ER20140258

14-1152-E~42~T

14E0318

15E0050

ER20140370

15KCPE116RTS

14E0493

U17735

6690UR-124

4220UR-121

150305

150287

U17767

UE 294

43695

D
V
V
V
v
V
V
V
V
V
V
D
D
V
v
D
v
V
V
D
V
V
v
v
v
D
D
v
v
D
v
v
v
D
D
v
v
v

New Jersey

Vermont

Utah

Florida

Nevada

Illinois

Wisconsin

Wisconsin

Virginia

Wisconsin

Oregon

Illinois

Illinois

Mississippi

Wisconsin

Connecticut

Colorado

Wyoming

Colorado

New Jersey

Washington

Minnesota

Michigan

Missouri

West Virginia

New York

New York

Missouri

Kansas

New York

Michigan

Wisconsin

Wisconsin

Illinois

Illinois

Michigan

Oregon

Texas

2/20/2014

2/26/2014

3/17/2014

3/26/2014

3/26/2014

4/2/2014

S/16/2014

5/30/2014

6/6/2014

6/30/2014

7/2/2014

7/10/2014

7/23/2014

7/29/2014

7/31/2014

8/15/2014

8/20/2014

8/25/2014

8/29/2014

9/15/2014

10/9/2014

11/6/2014

11/6/2014

11/14/2014

11/26/2014

11/26/2014

12/4/2014

12/10/2014

12/10/2014

12/11/2014

12/12/2014

12/17/2014

12/18/2014

1/23/2015

2/24/2015

3/18/2015

3/25/2015

3/26/2015

4/23/2015

4/29/2015

5/26/2015

6/17/2015

6/17/2015

9/2/2015

9/10/2015

10/15/2015

11/19/2015

11/19/2015

12/3/2015

12/9/2015

12/9/2015

12/11/2015

12/15/2015

12/17/2015
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Reported Authorized Returns on Equity, Electric Utility Rate Cases Completed, 2014 to Present

Docket

Vertically
Integrated

(v)/Distribution
(D)

Return on
EquityUtility

AVUE15O5
20000469ER-15
UE150204
15015U
44576
1580
9406
1500127UT
15E-0283
15E-0285
44688
1600001
E-04204A-15-0142
ER16030252
UE152253
U17895
1500127UT
15155
3270UR-121
PUD 201500208
9418
6680UR120
160021EI
A1505008
D160262
D160259
2016227E
ER~16040383
1606-04
16AL0326E
201500360
E22 Sub 532

9.50%
9.50%
9.50%
9.75%
9.85%
9.80%
9.75%
9.48%
9.00%
9.00%
9.98%
9.85%
9.50%
9.75%
9.50%

10.00%
9.58%
9.90%
9.80%
9.50%
9.55%

10.00%
10.55%
10.00%
8.64%
8.64%

10.10%
9.60%
9.10%
9.37%
9.00%
9.90%
9.60%

V
v
V
v
v
D
D
v
D
D
v
v
v
D
v
v
V
D
V
V
D
V
v
v
D
D
V
D
D
V
D
v
V

Decision
Date

12/18/2015
12/30/2015

1/6/2016
2/13/2016
3/16/2016
4/29/2016
6/3/2016
6/8/2016

6/15/2016
6/15/2016
7/18/2016
8/9/2016

8/18/2016
8/24/2016
9/1/2016
9/8/2016

9/28/2016
9/30/2016
11/9/2016

11/10/2016
11/15/2016
11/18/2016
11/29/2016
12/1/2016
12/6/2016
12/6/2016
12/7/2016

12/12/2016
12/14/2016
12/19/2016
12/19/2016
12/22/2016
12/22/2016

increased it to 9.5% on

1606006

3% RoE, but

Avista Corp.
PacifiCorp
Avista Corp.
Energy Arkansas Inc.
Indianapolis Power & Light Co.
Fitchburg Gas & Electric Light
Baltimore Gas and Electric Co.
EI Paso Electric Co.
NY State Electric & Gas Corp.
Rochester Gas & Electric Corp.
Northern Indiana Public Service Co.
Kingsport Power Company
UNS Electric Inc.
Atlantic City Electric Co.
PacifiCorp
Upper Peninsula Power Co.
Public Service Co. of NM
Massachusetts Electric Co.
Madison Gas and Electric Co.
Public Service Company of OK
Potomac Electric Power Co.
Wisconsin Power and Light Co
Florida Power & Light Co.
Liberty Utilities Calpeco
Ameren Illinois
Commonwealth Edison Co.
Duke Energy Progress Inc.
Jersey Central Power & Light Co.
United Illuminating Co.
Black Hills Colorado Electric
Emera Maine
Virginia Electric & Power Co.
Sierra Pacific Power Co.

Public Service Commission originally approved a 9.
Order No. 35, Arkansas Docket 13-028U.

State
Idaho
Wyoming
Washington
Arkansas
Indiana
Massachusetts
Maryland
New Mexico
New York
New York
Indiana
Tennessee
Arizona
New Jersey
Washington
Michigan
New Mexico
Massachusetts
Wisconsin
Oklahoma
Maryland
Wisconsin
Florida
California
Illinois
Illinois
South Carolina
New Jersey
Connecticut
Colorado
Maine
North Carolina
Nevada

1 The Arkansas
rehearing. See
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Reported Authorized Returns on Equity, Electric Utility Rate Cases Completed, 2014 to Present

Decision
DateDocket

Return on
EquityUtility

Vertically
Integrated

(V)/Distribution
(D)

87
9.66%
9.36%
9.82%
9.69%

10.15%
9.70%
8.64%

10.55%

State
Entire Period
# of Decisions
Average (All Utilities)
Average (Distribution Only)
Average (Vertically Integrated Only)
Average (Vertically Integrated, excl FL, MI, WI)
Average (Vertically Integrated FL, MI, WI Only)
Median
Minimum
Maximum

33

9.75%
9.49%
9.92%
9.78%

10.24%

2014
It of Decisions
Average (All Utilities)
Average (Distribution Only)
Average (Vertically Integrated Only)
Average (Vertically Integrated, excl FL, Mi, wt)
Average (Vertically Integrated FL, Ml, WI Only)

23

9.60%
9.17%
9.75%
9.58%

10.16%

2015
ll of Decisions
Average (All Utilities)
Average (Distribution Only)
Average (Vertically Integrated Only)
Average (Vertically Integrated, excl FL, Mi, wt)
Average (Vertically Integrated FL, Mi, WI Only)

31
9.60%
9.31%
9.78%
9.70%

10.18%

2016
n of Decisions
Average (All Utilities)
Average (Distribution Only)
Average (Vertically Integrated Only)
Average (Vertically Integrated, excl FL, Ml, wt)
Average (Vertically Integrated FL, Ml, WI Only)

Source: SNL Financial LC, December 2, 2016
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Calculation of Revenue Requirement Impact of Aps' Proposed ROE Against the
Average ROE Nationally (excluding FL, MI, WI)

5.84%(1) APS Requested Fair Value Rate of Return

1) Calculate Rate of Return at Current ROE, Cost of Debt,  and Capita l  Structure

Percen t  o f
T o ta l

We i g h t e d
Cos tCos tCa p i ta l  Co mp o n e n t

0.00%

5.13%

9.70%

0.00%

44.20%

55.80%

0.00%

2.27%

5.41%

Sh o r t - te rm De b t

Long - te rm Deb t

Co mmo n  Eq u i t y

T o ta l 7.68%

(2)

(3)

(4)

(5)

2)  Revenue Requ i rement  Impact

$  9 , 9 7 6 , 0 2 3

7.68%:  (5 )

(5)

(7)

Fair Value Rate Base ($000)

Rate of Return (ROE = 9.7% )

s

$

s

I
s
s

5.53%

551,674

582 ,600

30 ,926

1 .6155

4 9 ,9 6 0

433 ,434

11.53%

(8)

(9)

(10)

(11)

(12)

(13)

(14)

(15)

(page 2, (15)) Required Fair Value Rate of Return

(6) x (8) Adjusted Operat ing Income (ROE = 9.7% )

(1) x (6) APS Proposed Operat ing Income ($000)

(10) - (9) Di f fe rence in  Operat ing Income (5000)

Convers ion Factor

(11) x (12) Di f fe rence  in  Revenue  Requ i rement  ($000)

Requested Revenue Requirement Increase ($0O0)

(13) / (14) Increase Request  f rom ROE Increase

Sources

Sc h e d u l e  A1

Schedule D-1, page 1
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Wal-Mart Stores, Inc. and Sam's West, Inc.
Exhibit GWT-4

Arizona Docket No. E-01345A-16-0036
Page z of 2

Determination of Fair Value Rate of Return

s 6,771,151(1) Original Cost Rate Base

Fair Value Rate Base s 9,976,023(2)

i
Cost of Debt

Cost of Equity
Fair Value Increment

5.13%

9.70%

1.00%

(3)
(4)
(5)

Percent
44.20%
55.80%

Amount
s 2,992,849

s 3,778,302
(1) X (%)

(1) X (%)

(6)

(7)

Long-Term Debt
Equity

(2) - (6) - (7) Fair Value Increment(8) s 3,204,872

Percent Long-Term Debt
Percent Fquity

Percent Fair Value Increment

30.00%
37.87%

32.13%

(6) / (2)

(7) / (2)
(8) / (2)

(9)

(10)

(11)

Weighted Cost
Long Term Debt
Equity
Fair Value Rate Base

1.54%

3.67%

0.32%

(3) x (9)

(4) X (10)

(5) X (11)

(12)

(13)

(14)

5.53%(15) (12)+(13)+(14) FVROR


